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CAPA Newsletter (CAPA), Apr. 1996, at Regs & Leg. 5-6 (Attachment 22) (describing
Pennsylvania measure to implement quick solution to suspected drug trafficking problems
associated with payphones); Ryan Koning, Pay-phone Changes Fight Crime, Phoenix
Gazette, Apr. 3, 1996 (Attachment 23) (reporting success of Phoenix program); Payphones
Against Crime Network, On the Line (CPA, San Ramon, CA), Nov./Dec. 1995, at 31-32,
(Attachment 24) (describing P.A.C.NET's ten point program); Douglas Martin, Rotary
Pay Phones Return, This Time to Foil Drug Deals, N.Y.T., Jan. 10, 1994, at Al
(Attachment 25) (reporting success of one measure to prevent drug trafficking).

* * * * *

In SUfi, payphone competition has filled important public needs that would have
been left unserved in the absence of competition. Competition has ensured that payphones
are installed to provide access to critical emergency and public safety services to people who
would otherwise have no access to these services. Competitively provided payphones are
also many individuals' only means to access of telecommunications service. Payphones are
even used to help prevent crime. But neither IPP providers nor the LECs will be able to
respond to these vital functions, unless the Commission acts to ensure that fair
compensation is available to payphone service providers.

Sincerely,

[!l;(l:~
Albert H. Kramer

AHK/rw
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LegislatorcrftIcfi..
removal of PIIY phone
.:futnam C~un-;-L~ator
Vincent Tamagna bas criti­
cized NYNEX Corp. for remov­
ing'a pay phone from the Con­
tinental Village clubhouse.
NYNEX. he said. removed the
phone last month because it
was Dot earning enoulh reve­
nit•.

.''this is a reprehensible de­
veCopment," said Tamagna. R­
phi)lpstowu. "Where is NY.
NErs vaunted public service
co~tment?~'

NYNEX ofDciaJs couldn't be
reached yesterday, but the
telephone company recently
removed wbat it called an un­
derused pay phone at the Put­
nam.Valley Police Department
dheadquarters and said it
planned to remove telephones
from Putnam Valley Town Hall
and Putnam Valley Library.

A NYNEX spotesman said i
thftU that underused pay tele- :
pbenes are expesive to main­
tain and are becoming increas- ;
incJy obsolete in a world of :
~nular telephones and other I
means of comm1JDi.!:atfons.
.... -Peter West
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I. INTRODUCTION

The New Jersey Payphone Association ("NJPA") is an organization of non-local

exchange company ("non-LEC") payphone providers who provide pay telephone

service to New Jersey customers. NJPA members are small companies; indeed, many

are "Mom and Pop" firms. [The largest, interestingly, is but 1/S00th the size of Bell

Atlantic-New Jersey, Inc. ("Bell") - the predominant local exchange company ("LEe"),

and also the overwhelmingly most significant payphone provider in the State.]

NJPA wishes to comment upon the proposed rule-making proceedings

commenced by the Board of Public Utilities ("Board" or "BPU") with respect to

operator service providers ("OSPs") and public pay telephone service ("PPTS")

providers. NJPA supports many of the provisions suggested by the Board but has

strong concerns about a few, as set forth below. Before continuing, we wish to point

out that NJPA wholeheartedly agrees with the Board in its efforts to develop a

competitive marketplace in which New Jersey consumers can experience the full

benefits of open and real competition. The proposals of the Board, however, will not

achieve that result. Indeed, they will hurt consumers as well as non-LEC payphone

providers.

We have attempted to be as complete as possible with respect to the matters

discussed herein. It is clear that this proceeding is of crucial importance to NJPA

members; it is equally important, however, to many residents in our towns and cities.

The proposed regulations will have drastic and adverse consequences upon the people



whom they are designed to help. It is crucial, therefore, that before the Board

implements same, it must explore, in depth, the full ramifications of its proposals.

Our comments will address NJPA's specific areas of concern.

II. RATE PROVISIONS

N.J.A.C. 14:10-6.3(h) provides that the rate for local operator-assisted calls be

limited to the tariffed rate for a local operator-assisted call charged by the

incumbent LEe.

.N.J.A.C. 14:10-6.3(i) provides that an OSP may charge for intrastate operator­

assisted non-local calls a rate not greater than $1.00 above the highest applicable

operator-assisted rate for such calls of a tariffed facilities-based carrier on file with

the Board on January 1, 1996.

N.T.A.e. 14:10-9.3(g) specifies that the rate for direct-dialed, coin-generated

local calls on non-LEe payphones may not exceed the local coin rate charged by the

incumbent LEC.

A. IMPACT OF PROPOSED RULES

The Board has determined that' some non-LEC payphone providers charge rates

which the Board deems excessive. The Board therefore proposes to cap non-LEC

payphone provider and OSP rates. Unfortunately, the BPU proposal will be

detrimental to the calling public: It will seriously and irreparably injure all non-LEC

payphone providers economically and will, in all likelihood, literally drive some of

them out of business.

2



There are those, of course, who will say "Who cares? So what if the non-LEC

payphone companies go out of business? Who do they help, anyway?" The answer is

that if such companies are driven out of business, many people will be hurt in many

ways.

Most of the non-LEC payphone providers in New Jersey, especially the very

small operators, are New Jersey residents who live and work in our communities.

They support their families and they support paYrolls comprised of other employees

who also live and work in our municipalities. In fact, the non-LEC payphone

industry in New Jersey employs hundreds of people. They contribute to· New Jersey's

economy and tax base. To impose the rate caps suggested by the BPU without

carefully and open-mindedly first examining their impact - without fully exploring

the true cause of the problem - will, as demonstrated below, force many out of

business. Not only will this be economically disastrous to those affected, it will also

negatively impact New Jersey's economy.

Most importantly, however, the Board's proposals will harm those who most

need payphones - the many New Jersey residents who rely upon payphone

telephone service for communication to the outside world. For many years, non-LEe

payphone providers have filled a need not met by the incumbent LECs. NJPA

estimates that more than 120 million calls were carried by New Jersey non-LEe

payphones in 1995 - more than 340,000 per day! Moreover, while regrettable, it is

nevertheless true that many residents in our cities are simply too poor to afford

private residential telephone service. In Newark alone, it is estimated that more than

3



13,000 households, 15% of the population, lack residential telephone service. These

individuals depend upon non-LEC pay telephones as their only means of

communication to others. Important and even vital calls, such as those to doctors,

hospitals or police and fire departments, are carried through NJPA members' phones.

Were the Board's proposed rules implemented, such individuals will, without any

question, be severely adversely affected, for many of the non-LEC payphone providers

who supply service to the poorer communities in our State will no longer be able to

do so.

Nor will the impact of such action be minimal. NJPA members have placed

more than 1,600 payphones in the Newark community alone. They have also placed

more than 500 payphones in Trenton and 600 in Camden, in addition to other cities

throughout the State. Statewide, NJPA estimates there to be over 7,000 payphones

placed by NJPA members in our major cities - and that does not include non-NJPA

member payphones. These payphones are absolutely necessary. They are used, and

not just for ordinary telephone conversations - they are needed for emergencies as

well. NJPA estimates that more than 400,000 "911" calls are made annually on non­

LEC payphones.1 Those calls have been routed to all manner of emergency services,

including not only police and fire departments but ambulance and rescue squads,

poison control centers and other crucial services. And of all the non-LEC payphones

in our cities, approximately 60% are located in lower income areas. Were the

proposed rate caps to be implemented without rectifying the problems non-LEe

I NJPA will milke ilvilililble to the BOilrd illl of the informiltion collected for this proceeding.
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payphones experience (discussed below), such action will force many non-LEC

payphone companies out of business and, again, quite literally, may well put New

Jersey residents in danger. Simply stated, non-LEe payphone companies provide a

service to our citizens that the LECs do not.

This is not to say that NJPA members do not recognize the concern of the

Board with regard to end user rates. They do. But they also believe that other

measures (which we will detail) can be implemented by the Board which will not only

avoid the serious economic consequences to be caused by the proposed rules but

would actually aid consumers.

B. CAUSE OF IDGHER RATES

The difficulty is that the BPU proposals do not address the real problem. They'

ignore the causes of higher non-LEC payphone provider and asp rates. By focusing

on the real cause of the problem, discussed below, the BP.U can reduce rates to the

public even without the need for the proposed rate caps. Examining the real problem

is vital, -however, if the Board is to truly aid New Jersey residents.

1. Lack of Dial Around Compensation

Recently the Board determined that what is commonly known as "dial around"

compensation should be denied to non-LEC payphone providers. The Board's

reasoning was premised upon two supposed factors: 1) non-LEC payphone providers

do not need dial around compensation because their rates for other calls were already

too high, and 2) in any case, dial around compensation would provide little economic

benefit to non-LEC payphone providers since the majority of their calls (estimated by
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IIC. - Ap;lic.~ioa for app~al 01 .a:;:·ncr•••• in
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JOIIM F. B&AeR. P.A.
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, ... ..,....~ IV1ft 11t'!

NIl wncs lOS .-
COW....". "VIII Co\aOLIllfA 'nn-....

AupIl21.1995

The HODOrable Charles W. Bal1eIltiDe
Executive Director
Soutb CaroIIDa
Public Stnice COIIUIIbIi.oD
Post OfIic:e Drawer 11649
Columbia. Soum Carolina 29211

A.a" COO& ••)

Ta.UIION& 71'....'
rACSlMlLS u'·u"

'--'-

I

RE: 8ellSouda Telae"_ ·.icadnaI.Jac. dIbIa Souchem tIell Telepbone and
TeJearapheaa.-YRIquat tor Approval oldie Coa$JerPrice Protection
Plan in South CarDliDa I
Docket No. 9S-no.c

Dear Mr. Ballentine:

EDcloted is the oriJiaalIlllllIl,. a'l copia of cbI T"""" of CUftoD Crail
for fililll on bcJJalf of the SouIb CIIOUIa Mlic ee-,-.ao"cldoal AIsoCiatioD in the above­
referenced docket. By copy of this leItIr. lam servial 'aU padia of ~onl and enclose my
certificate of scrvice to that effect. !

i

Please ac:knoWledp your receipt of this documanl by ftle-s~inI the copy of this
letter enclosed. and remrnina it in the cmeIapt providld. :

I
I

If you have any questionI or mecI addiUoaII inforIIIatkm,P~ do not hesitate to
contaCt me. I

,

With kind reprds. I am

cc: Mr. Clifton CraiS
All parties of record

EDClosure
C·\.l\SCICAIMl.UNALT
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BBFOUTBB
PUBLIC..VICE COMMISSION OF

SOU1'B CAROLINA

OOCDT NO. 95-12O-C

III R£:

Bc11ScNth Te1eccam'IIiUtioaI, IDe.
d/b/a Southena Bell TI1ephoDI aad
Tclqraph Company Rcqucat for Appro\'I1
of the CODIUIDK Price ProtectioD PIm
in South Carolina

)
)
)
)

)
)
)

I

TlmMO~?!CLDTON-rG
!

1 Q. PIeue tell the Comrlrloe ,..... lad bulla.........

2 A. My DUDe is Clifton CniI odmy buliMIa acIdrea is 1132 S.~ ROId. Darlington.

-"-
4

SC 29532.

5 Q. By whom an you eaaployed lad Is wIIat CtI*It11

I

6 A. I am an owoer of CuoUDa PIypJIaM $yItelDl, I SoaIb Cuolilll CCJIIIPIDY providiDg
I
I

7 independeut payphcme ICrVic:es cbroaabaat me '11ICe. I .. a1Io lbe ~idmt or the South

9 in thal capacity.

10

11 Q. Would you ..... dttcrIbe die SoatIa CaroIiaa PublIce-fau- Association'?

12 A. Yes t will. The SCPCA is ID ulOCDtion. wbolc members ~ude opentor service
I
I

13 providers. iDdepeDdant pubUc paypbooe terVice proYiden i<-tPPs"). and other

1

SEP 03 '96 18:47 PAGE. 006



3

0\

5

6

7

8

10

11

13

15

Q.

A.

Q.

telecommWlicatioas-ftJarecl prmidcrl ill South Carolina. Our 0rat"lion'S primary

PUll'OSC is to assist it! mcmbm ift.. rapoasible provilioe ofpa~ services in South

Carolina. The SCPCA senft U &D Idvocatw for the plypbone iDdJStry and eftSages in
!

self·reguJalory acUvitics to belp iInre die respoasible provision of ~ypboDe services to
I
I

i
South Carolina citizens. !

i
i

The purpoK of my taIimoa)I II ID oudD why SouIbIna Ben'.1 proposed plan (the

"cccp.) is not in die public u.n... ad sbouJd be J'Ijected by -ICommiasion. I will
I
I

explain the duJaers tbal SoudIem Bell's pllll poses co ae-nt i~lecommuniCitions
coasumcrs. aDd lPPJ. III 1ddJdoa. I wtlJ clezlxwUlte tbacpa~ services in Soulb

I

Is tile SCPCA ...... till lun he of repIatDry cioastnInta in the
I

17

18

20

21

22

I

A. No. no« al all. ID fact. we eaprIJ loot forward ID die tim whell IJ~ te1ecommwUcatiODS
I

providers can compete ill the ....atpIIce OD • 1eYeI and ImIx c+tive playing field.
,

i
I

Q. Why tbeB Is tbe SCPCA a."" til SoatIIIra W'. proposed cfCP1

A. Sufflc:icnt competition hu noc y« dfteIoped in South CaroUaa for Belt's plan to

be in the public inIereIt. Frankly. the only services otrered by utbern Bell that are

subject (0 any realistic compedtioD today are those that Soathem 1hal introduced to

2
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7

8

10

11
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13

14

15

16

17

18

19

20

21

22

-

Q.

A.

Q.

A.

I

COmpete against exislinI products. For example, illS probably ttue ~t Southern Bell's
i
I

mem0!I call servSS etrcctively compIfeI qainst existiq service; such IS telephone

answering mathiDcs. The.... call probably be. said of COmpe~llion between~
I

,~orw.rdinc and similar fwldioaI providecl OIl CUItOIDer equ~. Howe"er, these

isolated examples of competitioB reprllllll such • tDicl'OlCOpie ~ntage of Southern
,

Bell's entire revenues that they are truly meaninaJell in Ibc CODleJ.~ of this proceeding.

Some ofBcU'...jor ~ices. such u iIllnLATA toU IDd ~ia1 access, appear,
I

to be heldiDa toward. aaore C'.OII'IpItitivc eaYirolfNIII However.Ithe time when lhese

markets are subject to ethctive c:ompetiCion. iJ ltill a 10lIl way off. ~or services such as
I

I

local dial toDC and public tel'" 1CCeII, the curreat ableD= of pompetition is really

not even subject to debate.

,

is definitely DOt subject to efl'ective competition. Arty c:ompetiti4n that exists is only
!

between IPPs for tbe limited marbt Ibarc that Bell hu allowed~ to acquire.
,

,

Would you pIaIe explain wily the ..-kIt tor paypbDDe senij:es is not subject 10

First, I think that clarif)'iallhe marbtllbat J will~ disculliJJa is . rtant. Independent

pUbJic payphone providers must wnnecI to the teJecdmlDUDicatio

3
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telephone access service ("PTAS-). Southern Bell bas p~cec:1 PTAS in the
j

of the market.
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Q.

A.

Q.

"Interconnection Service- ClfIeIOI'Y of its proposed plan. Soutbem Bell possesses a toral
I

I
monopoly in the market for PTAS. Commission COCOT Ouidcl~ require IPPs to

I
I

purchase I public telc:phoDc acx:ea llDe from SoudIem BeD for each rayphonc placed into

service. Wirhout question, thilservice is not subja:t to III)' compctidion ill South Carolina

at this time.
i

Public telephone ICrVD, 011 the otber baDd, is payphoDc sc,vicc provided to the
I

I

end user. Southern Ben is tbc ctomiDIIII provider of dUI terYicc ~ its South Carolina
,

service areas. The COIDIIliuioa bu allowed IPP:s to provide~ service siJx;e 1985.

However. duriq thai to-yeu period. IPPs have only captured 2t" of this markel in
,

Southern BeU's territoriu. Tblt!let alo. is SUODI evidaM:c tba1 ~ompedtioD does not

exist in the market for paypm.. 1IClVica.

I
How did you cIItenDiDt tbat SoudIenI Bell CG1111118DdI • 18" sIIjare of tbJs market?

I
I

Independent payphane providen vie tor businea apiDst Soutbl:m B1=U's public and semi-
I
I

public telephones. At me ad of 1994, Sowhem Bell hid 13.192 ~blic and semi-public

payphones in service, IDd provided 3,647 public telepJIoae ac:ces~ lines to IPPs. Ben
I .

Response to AT&T 1st Jnterroptory, No.6, attaelled u Exhibit 1] Of the lota116,839
I
I

payphones in service,lPPI provided 22S. SouIhetl1 Bell commands the remaining 78%
. I

!
i

Why are these ID8l"kelIhan pII'aIItqWI 88 baportaat r.ctor in ~enainiJlawhether
I

4 I

I
i
i

I
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3

4

A.

i

dfecttye competNoa aiItI Ja die IIUII'bt for panIIlaae __ 'ica~
I

These figures ilIustram that SoudIem Ben domina_ thU marbt so domplete1Y that in 10
I

years. IPIts have only capaued 22~ of the market. As Sandy Saa4en pomu out in his

t~timol1Y. the lPP's 22" of die .... ia split .... 1.010 individ~l providers. Even

5 if a silllie provider servieed ... eDIire 21ft. Bell's '''' martel share would show

6 dominanl:c. However, thae 10'70 IPPIIpIIId molt of their eDefIieI ~tina wirh each

7 otbcr (or that 22~. AI a rewlt. domiDatiDI this marbt with 1.q,O unrelated service
i

8 providers ... beeIllllUl:h .... tbr Saubna leU CbIn it would be If••• provider held

i
9 the entire the n". I

10

11

, ",",

,

I,
I
r

Q. Have IPPs WGII Ill • .,...,...... wIdI ......... BtU to...,.~3,"' iadepeJldent

paypIIane Icxatto.1

13

14

15

16

17

18

20

22

A.
I

No. they have 00(, FGr _ ..pM, Soutbem BeD hu limply~ IPPt to compete
i

ImOIII tbemselYel for low pcoftIlocatioal dtat Soutbem Bell did ..we to serve in the
!

first place. I bile tbiI __ oa IDJ OWII experience U aD~ paypbone
I

provider. As it tumI out, Sou6em Bell's own data suoaaIY IUPPCfrts my conclusion.
r

It is DOl \UI.&IUIl for IPPI to receive calls from location p~vi.den. or the Public;
I

Service Commislioa iliff, recp_iftl iaIIallatiOll of • paypbtmew~ Southern Bell bas
I

I
either refused to inidaIe 1CrVic:c, or iemoved III existiftl paypbone. iOften, these locations

. I

are in remote. Jow tnfftc area ... traffic volUIrC has DOC jusurJs installation of a Bell

paypbone. Many of the 3.647 1oaItio.. served by lPPI fall into ~iS cateaory. We fill

I
needs fat payphone service thII die LP.Cs pass up as not beina wort their time or effort.

S
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5

6 Q.

7

e

9

10

11

- '-

13

14

lS

16

1

Mr. Sm:ten is c:omct in usertiDI dJat IPPs prd'er to serve ~gh-trlffic locations
i

suc:b as truck stops. aad in SOD IDItIDCCS we do. HoweYer. my eX~rience is that when
I
I

Bell really wana to sene • pani:uJar 10CIIi00. they WI and will do +hat it Wees to obtain

the conuaet.

i

war mdeDce IJfOd-I by So...,. leD fa dill proeeIdJals~ Ib.e c:oadusion
I

I
that Bell is 1lGl1aIiaI ........~ 1ocad0lll to 1PP11 i

I
I

Disc:o~ producec1 by ScNdIIm leU ill dlIs proceediDg IbowI dwl the vat majority of
I
I

paypboae JocatioDs Bell bu IfOIII*I .... in tt.llSt snen1 yean ~ve been low or no

profit locations. exbibIt 2 sboWID: IMIIIIbcr ofSoaIbcm Bell public bepbones in service
I

• I
for the years 1989 tIIr'auP 19M. Bell Raponse to ATAT 1st lD1IenoplOry. No. 22.

I

i
Exhibit 3 shows rnaua carDId by SoudIem Bell ftom dIDIe public !teJCPOODCS for lhose

I
same yean. Bell RcIpOlllC CD ATAT 1. lmaiOlIlOrY, No. 36. :These munbers are

I

incorponted iDlo 1he foUowilll cbIn. wbicb alia~.. Bell"! amual revenue per
I

payphone:
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the number or pay sracioas it DIIIt service.
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Q.

A.

I

CO....ri.OD 01 Bell hWic T......oae R..,.......: 1989.l994
I
I

Year #I Public Pbcaes $ Revenues ~ RevenuesIPhone

1989 IS,227 S 19.447,202 $1,277

1990 15,961 19,622,830 1,229

1991 IS,S74 20.739,191 1,332

1992 14,034 20.156,331 1,486

1993 12.171 21,270.013 1,747

1994 11,714 21,1",367 1,809

The mIlDher' of BeD paypIIona in service bas stadlly~ from 1',227 in

1989 to 11,714 ill 1994. DuriDI tbIllUDt period, the azmuu Jenue per phone has
I
I

steadily ;"."," f10m S 1,2n in 1989 to $1,808 in 1994. Perb.p~ even more telling is
I

I
the fact that Soutbcm Bell bas IDIDIpd to iJr;reasc 1Ia1 reveaus fro~ its payphones from

I

S 19.' million 10 S11.2 miIlioDwbiII dsmai,. ita total pa~ in service by 3,~OO ..
I

This Il'IPhicI1ly proWl dial SOUIbem Bell bas used me exi~T.ence of IPPs in the
I

markerplace to jnqpS ill IDUIret power by pINiq i!llq)rOfita,le localions [0 IPPs,

while retair2ing1be CNIID (or ibeIf. BeIidet acbieving I JUtJltantial !.rease in payphoDe

I
revenues, Bell lias also mhstmdtUy Alduced its cost ofeamirW these ~veaues by reducing

I
I,
I,,
I

i
I

What radon haft allowed ... to 10 tborouply cIomIaaae the +rket ror payphone
I
i

I

The most important factor is rhat IPPs depend eltl:lusively upon ~[hem Bell's public

I
I
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6

7

a

9

10

11

13

14

lS

16

17

telephone access servi~. in order to survi¥e. Soulbcm SeD ProVidJ mis service to IPPs

in exchaage for a Oar moadIiy dIarp and • UHp-scusitiw lper-minutl: charge.
I

I
Signific;anrly, Soutbcm BeU doeI nor cbalJe itllell for tbeIe access ~ices, nor does it

impute the eost of these servicel to ill own paypboDe operaUooa.

I

Q. How ..... lIIIs ......,-..............._+for paypboae

~? i
I

!

A. Soutbem BeD lOCally coaIIOls dIIXPP'1 COIl of PfOYidiDI payphooe! service by chargq
i

a flat monthly race l'IDIiDI tn. $30.24 to $38.40 (depcadiq ,.n aeagraphic area;

includes operator saeeaiDa>. In Ilddidaa, SOumem Bell c:bIraa a ~-mimate rate of S .04
I

fot the iDitial miDute IDd S .02 far sveee.f;nl miD.da of local use ton peak)j Southern
: ('Wll"DflS Of· ~...

Ben's coat !or ptOVidiIJI dae flit need poniaD oftbillel'VD iJ S18.fmomh. Exhibit 4..

Bell's per-1niJII* COlt ia UOUDlIl"c for tile iDid.al nriade aDd l~lO e per minute for
I

s~in1 mimi.. of loca1 UIe (Oft peak). Exhibit S ~etary}, attached to
I

Commission's copy of dIiI_dlDauy UDder seal, by aa1eemeDr withISouthern Bell. This
i
!

means tbat SoutberD Bell is caralaIl profit of \II' 10 112" OIl (be ~-ratedportion of this
I

service, and well over~~ oa".......idve portion, Iwed uPon the averag. local

call Jeoath of 2.6 miDu1ll.18

19

20

21

22

Q.

A.

I

I
I

I

I

i
Why is SouCIlem BIll'. proftt • public t....... IICCISI~ silJlificant to the

i
Commission" et.dIloa .. dill .........? I

The extreme Jevel of profit ea..- by SouIbem Be11 on this servic~ is important for two
I

B
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